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EDITORIAL DEPARTMENT NOTE 


In the January 1 issue of the Bulletin there appeared an article 
by L. V. Bedell describing the measured day work plan of wage pay- 
ment as applied by the International Business Machines Corporation. 
Shortly after that Bulletin went to press we received for publication 
the first article which appears in this issue. This article is in the 
form of a reply to the advocates of the measured day work plan and 
an argument for incentive methods of wage payment. In order that 
our members might have the benefit of reading both sides in the 
controversy we ught it desirable to present Mr. Savre’s article 
in the next issue following the article by Mr. Bedell. The Open 
Forum Section is available for any who care to contribute further 
to a discussion of this important problem. 

author of our first article is B. M. Sayre, Controller and 
Assistant to the General Manager of the Vilter Mfg. Co. of Mil- 
waukee. Mr. Sayre began preparation for a medical career by regis- 
tering in the Tufts Medical College in 1916, but his medical education 
was cut short by enrolling in the Army at the time the United 
States entered the World War. Upon his discharge from the Army 
he enrolled in business administration at Northwestern University 
from which he was graduated with the B.S. degree. His business ex- 
perience includes professional engineering experience, two years as Cost 
Accountant with the Kroeschell Boiler Co., three years as Cost Ac- 
countant with the Brunswick Refrigerator ‘Co., two years as Produc- 
tion Manager of the Emerson Watch Case Co., and four years as 
Works Accountant and Works Manager for the Carrier Engineering 
Corp. Mr. Sayre is a former director of our Newark Chapter. 

Our second article is a case study presentation of one type of wage 
incentive plan—the group bonus plan as ap lied by the Inland Division 
of the General Motors Corporation at Dayton, Ohio. It is also an 
argument for incentive methods of compensation as contrasted with 
day work. The author of this article is M. A. Lause, whom many of 
our members will remember for his contribution before the Boston 
Convention. Mr. Lause is an Ohioan, born in Dayton in 1897. He 
attended the Dayton grammar and high schools and was graduated 
from college in 1918. His first position was with Reynolds & Rey- 
nolds Company, manufacturing stationers and printers, in the manu- 
facturing order department. He became connected with the General 
Motors Corporation in 1920, in the Cost Department of the Dayton 
Wright Company. In July, 1923, he entered the General Accounting 
Section of the Inland Division of the Corporation, remaining as Audi- 
tor until 1928 at which time he was transferred to the manufacturing 
section of the Company as Head of the Standards Department. In 
his present position, Assistant Factory Manager, a considerable part 
of his time is spent in the work of cost control in the plant. He is a 
charter member anu a Past President of the Dayton Chapter. 
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AFTER INCENTIVES—WHAT? 


By B. M. Sayre, Controller 
Vilter Manufacturing Co., Milwaukee, Wis. 


pa the early part of this year one heard rumblings here, 

there and everywhere that industry was about to abandon one 
of its long cherished tools of managerial control and profit shar- 
ing. Somewhere a whispering doubt of the efficacy of incentives 
was overheard and soon it was magnified into voluminous tales of 
their abuse, inapplicability and disfavor. Like an avalanche it 
was soon overwhelming; it couldn’t be curbed. The astonishing 
thing was that in at least one case of record, a prominent profes- 
sional industrial engineering concern with a long successful record 
succumbed to rumor and proceeded to advocate substitution for in- 
centives of quickly devised and untried plans. It is highly prob- 
able that this concern feared being caught napping and was will- 
ing to chance its reputation on an untried plan. Now that we 
have had sufficient time to think soberly and analytically, let us 
“look at the record.” 


Why the Trend Away from Incentives? 


It seems that the old proverb was now made good, “the moun- 
tain had brought forth a mouse.” Highly specialized industry 
which had over a period of years so minutely standardized its 
product and its manufacturing methods that it required but little 
control became cognizant of the fact that earnings were uniform. 
It was natural for industry to then ask: Why incentives? Why 
not a day rate in conformity with the uniform earnings of the 
past? After all, why not? It certainly would make for less 
costly clerical performance. 

And so was born an idea for others to follow. But mind you, 
without sufficient knowledge of the whys and wherefores. The 
only excuse for change was the common story that “The Mammoth 
Corporation” is doing so and what is good for them is good enough 
for us. But, unfortunately, all industry wasn’t so highly specialized 
and standardized and it wasn’t good enough for all who tried tb 
pattern themselves after “The Mammoth Corporation.” It was 
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just a bit of the ignorance which makes for so much business 
failure. 

About the same time the country was experiencing much labor 
disagreement. Weak and incompetent management quickly seized 
upon abandonment of incentives as a cure-all for its labor ills. 
Everywhere it was said that opposition to “speeding-up” and its 
running mate, incentives, was the root of labor unrest, and that is 
why “The Mammoth Corporation” discarded its control tool. In- 
centives had outworn their usefulness and were to be considered 
obsolete. In their stead a controlled day-work rate was to be 
substituted. This controlled day-work rate was to be based on 
historical accomplishment of individual operators. For instance, 
analysis of local labor rates would indicate that drill press oper- 
ators in the community had been earning a minimum of, let us 
say, fifty cents per hour and a maximum of fifty-five. Further, 
it was found that the operator performance fell into three groups— 
beginners, those with a mediocre performance and top notchers. 
Fifty cents was then adopted as a minimum rate, fifty-two as an 
intermediate rate and as an added incentive, the spread to the top 
rate was made greater than two cents, it was made three cents, 
to fifty-five. As a controlled hiring plan we subscribe whole- 
heartedly to this scheme, but as an incentive it is a miserable 
failure. 


Reasons for Labor Unrest 


It might be well to recall that during the last year or two 
while prices were rapidly rising, wages were not keeping pace. 
It is a well recognized fact that wages recover much more slowly 
than do commodity prices following a depression. This causes 
labor unrest ; but coupled with this normal unrest we were and are 
faced with an increasing mass feeling that capital hasn’t dealt as 
equitably with labor as it might have. It is not the purpose of 
this paper to judge the merit or demerit of this feeling, it is in- 
tended to deal with cause and effect only. However, it is a fact 
that during the panicky days of the depression management was 
guilty of many practices which alienated labor. The larger, well- 
managed and well-regulated corporations which had established 
definite policies and principles proceeded on the even tenor of 
their way; but the smaller, poorly managed companies, those 
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without definite policies and principles, sought curtailment of cost 
by rule of thumb. They groped blindly, stumbling along day by 
day, a decision today, a contradiction tomorrow. The result was 
a chaotic condition which caused management to lose caste and 
labor to feel that security, the very bone and marrow of their exist- 
ence, was being denied them. Then came the much publicized 
talk of security and consequential aggravation of this feeling. 

Now, wherein did management fail? It failed in that it with- 
drew cost reduction programs. There was wholesale firing of 
methods and time study engineers. This attitude indicated a feel- 
ing that such programs were necessary evils, that they were con- 
trol tools of prosperous days only; and it left rate setting to in- 
experienced personnel with consequent natural bickering. 

As time passed and improvement set in, management sought to 
reestablish sound rates, but the damage had been done and it will 
require long, costly and tedious work to retrace those lost steps. 
For those who have not formerly used incentives as a management 
control tool and cost reduction factor it will be an equally long and 
costly process unless definite principles and policies are established 
and adhered to religiously. With occasional labor turnover there 
is found in most every company an influx of one or more men 
who have worked in places where incentives have been ignorantly 
and yes, even dishonestly, administered. It takes but one such 
disgruntled individual to demolish a carefully prepared plan unless 
this issue is recognized and is aptly handled. 


A Suggested Program 

There are, of course, concerns still declaiming far and wide that 
incentives are not efficacious and that they are not applicable to 
their particular company or industry; these, ye shall know by 
the low margins of profit earned. But to those who are progres- 
sive and sufficiently profit conscious is suggested : 


1. Install a sound incentive plan and do not stop with direct 
labor in the shop—carry it through to practically every depart- 
ment in the organization. 

2. Appoint an individual of sound judgment, good personality 
and successful record of accomplishment to install the incentive 
plan. 
3. Sell the plan to departmental heads in order that it may have 
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their full support and in order that they may in turn sell it to 
their subordinates. 

4. The plan should reward employees in direct proportion to 
increased effort. 

5. The plan should be understandable and easily calculable by 
employees. 

6. Standardize shop procedure at least simultaneously with, 
and preferably prior to, commencement of incentive plan. 

7. Guarantee minimum day-work rates. 

8. Provide equitable compensation for failure to meet task 
when cause of failure is beyond employee’s control. 

g. Set up a simple comprehensive control plan so that daily 
accomplishment can be measured. 

10. Provide definite instructions covering policies and methods. 


Incentives Can Be Adapted to All Types of Business 

There is a tendency on the part of those unfamiliar with the 
broad field of industrial engineering to feel that their particular 
business is unadapted to the use of incentives. In the shop, they 
say, incentives will reduce quality thus endangering the prestige 
the company has diligently built up. In the drafting room essen- 
tial details will be sacrificed for speed. In the sales department 
the salesmen will concentrate only on those products which offer 
minimum sales resistance. Well, the answer is simple. Industrial 
engineering is fundamental, the principles are a constant and 
known factor. The method of application may differ, the meas- 
uring stick may differ, but the principles are as basic and as sound 
as any long since tested and adopted scientific formula. Those 
who argue for fixed wages we refer to the normal human tendency 
to produce more and better work when a feed bag is dangled be- 
fore one’s nose. Duty alone will never inspire that last extra 
grind, and we know that it is the bit over and above duty which 
counts most of all. That incentives have been developed for all 
classes of work and in all lines of endeavor has been demonstrated 
time after time. Given a fair trial, incentives will succeed where 
all else has failed. 
Qualifications of the Standards Engineer 

What should be a perennial problem with executives in the se- 
lection of personnel for incentive installation systems quite fre- 
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quently is neglected, viz: personality and ability to handle men. 
Too much emphasis has been placed on technical ability and hu- 
man traits almost completely disregarded. The correct individual 
for this type of work is the man who can place himself in the 
other fellow’s shoes, learn what makes his mind tick and then 
proceed to sell him on his own level. For that matter, most all 
of us are resentful of one who knows a bit more than we do. There 
is wanted the man who possesses the common touch, “who can 
walk with kings and yet not lose the common touch.” 

Then too, there is the foreman and department head who looks 
upon the standards engineer as a usurper of authority. He re- 
sents, nay fears, fact finding which will disclose inefficient operat- 
ing performance, criticism of his judgment and reduced costs. 
There management must step into the breach and teach him that 
reduced costs spell better times and more earnings for everyone. 


Workers Should Get Full Saving and Be Able to Calculate Pay 

While it is true that half a loaf is better than no bread, the 
worker should receive all benefit of savings. Justly or unjustly 
the worker does not want to share the result of his greater out- 
put. Hence, any part payment plan is faulty regardless of whether 
the rates are set so that the same results are secured as with a 
100% payment plan such as piece work. Frequently, 50-50 plans 
are adopted to expedite an installation, but they make for laxity 
in establishing rates which fact is quickly recognized by labor. The 
result is a loss of caste and consequent dissatisfaction. 

Any plan that isn’t easily calculable by the worker is looked 
upon with disfavor and distrust. Many an unscrupulous employer 
has selected wage payment plans designed to limit earnings, so 
complicated in structure that detection was almost impossible. 
Notwithstanding this and the belief that the ordinary laborer 
isn’t competent to arithmetically determine his earnings, the un- 
scrupulous employer has somehow been found out. This condi- 
tion, if anything, is the chief cause for poor acceptance of any 
incentive plan by workers. The savings effected through increased 
production and its natural result of lower overhead should be am- 
ple remuneration for any employer. Fairness begets fairness, and 
when assured of honesty, workers will devise means to increase 
production even beyond the standards engineer’s fondest hopes. 
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Standardization of Shop Procedure Esseutial 


But what will any incentive plan avail us if we don’t either 
simultaneously with or prior to its introduction engage on a stand- 
ardization of shop procedure program? Drawings should cor- 
rectly set forth requirements, material to be used, finishes, toler- 
ances, etc. A good production control plan and stock record must 
be in operation to avoid idle time awaiting material and to insure 
that parts arrive at assembly lines at the correct time. Tooling 
lists should be prepared indicating what tools are required for 
specific operations and the production control system should pro- 
vide a means of tool requirement delivery to operators when and 
as needed. The standards engineer should have prepared operating 
instructions for operators indicating how and when and with what 
tools and at what speeds to do their work. If necessary, machinery 
and equipment should be rearranged so that there is'a marked one- 
direction flow of product. Back-tracking material is possible of 
one of the greatest indicated savings. No matter how well labor 
rates are set failure of production control will inevitably cause a 
breakdown of an incentive plan. Operators are normally critical 
of management and clerical workers and are doubly so when labor 
cost reduction is evidenced and no effort is made for good produc- 
tion control. 

The majority of operators are ordinarily willing to try a newly 
developed incentive plan; but, even if only subconsciously, they 
are actuated by a very human fear—withdrawal of security; un- 
certainty of income. Hence, guaranteed day rates should not only 
be promised, but the promises kept. 


Allowances for Unavoidable Failure to Meet Task 


There are many conditions which may develop in a factory to 
make it impossible for operators to meet their tasks. Drawings 
may incorrectly designate finish sizes thus necessitating re-work. 
Castings may be exceptionally hard or brittle. Material may not 
have been furnished when needed. Incorrect tooling may have 
been provided the operator. For these and other causes the op- 
erators should not be penalized. They should have suitable allow- 
ances made them to compensate for unavoidable failure to meet 
task times and the departments responsible for the error should 
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be charged therewith. This practice tends to not only indicate 
management’s fairness to labor but will focus attention on organi- 
zation weaknesses and insure institution of corrective measures. 

To make incentives effective operators should be kept daily in- 
formed of their earnings. This immediately establishes the need 
of a daily control plan whereby such information can be secured. 
Manifestly, there are shops and industries wherein this cannot 
be economically accomplished but where possible it is highly 
recommended. Not only does it tend to keep operators posted, 
but if published on bulletin boards on a percentage basis it pro- 
vides an additional incentive through the normal instinct to excel 
in the spirit of competition. Then too, it makes it possible for 
management to quickly correct errors. History isn’t as effective 
a saving medium as current facts. 


Management Policies Should Be Definite 


And now, management must unfailingly define and establish 
its policies as to what it will and will not do and what the employees 
may and may not do. A weak, vacillating policy can cause irre- 
parable damage. Yet management so frequently rejects the respon- 
sibility electing, rather, to “wait and see if it will work.” This 
may be a terrible indictment, but the vast majority of our enter- 
prises are conducted on a day-to-day basis, on the daily whim of 
the boss. If his coffee and toast didn’t satisfy him, someone will 
suffer. As an illustration, how much better would the business 
be conducted and how much more contented would employees be 
if they knew the possibilities of their jobs. Suppose we standar- 
dized working stations and established a definite minimum and 
maximum scale and possibly a percentage increase for length of 
service. Wouldn’t this cure many ills? Wouldn’t this make it 
unnecessary for the worker to ask for a raise and for the man- 
agement to use snap judgment on each individual applicant. It 
would be a time saver and grief saver for all. 

Now we are ready to hear the hue and cry of the small shop 
and jobbing shop management. “This is all well and good for big 
production shops but is inapplicable to us.” Bunk, poppycock 
and what have you! This thought has been exploded too often to 
warrant serious consideration. It is the voice of fear, inefficiency, 
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inexperience, without which we would enjoy healthier labor con- 
ditions. Systems can be designed within the means of all types 
and sizes of concerns. Once again, these principles are funda- 
mental, applying equally well to all business. 


Let us accept the statement that a “social trend is never re- 
versed” because history of mankind has so proved it. The govern- 
ment will assist workers in getting more from employers. The 
ball is now tossed to the employer and it is up to him to carry it 
in such a manner as to secure a greater return for greater outlay. 
That is, if he elects to survive in a highly competitive field since 
dividends can only be paid by more customer dollars or lower costs. 
More customer dollars is competitively restricted, hence one must 
turn to lower costs. Is the employer ready for this concept? If 
so, how? 


Incentives and Labor Leaders 


And here is another thought, some radical labor leaders prefer 
fixed wages to premiums. Why? Because voluntary increases 
are apt to be regarded as voluntary contributions of capital with- 
out benefit of union leaders. Hence, we can even disregard po- 
tential cost reduction and consider only the social trend. But 
fortunately in this case we can not only have our cake, but eat it 
too. It is sheer stupidity for ownership, for the management 
representing stockholders, to disregard the possibilities of a well 
developed, well organized incentive plan—an all-inclusive plan, 
embracing all employees, laborers and white-collar workers alike. 

Whenever difficulty is encountered by industrial engineers in the 
installation of an incentive plan, it is almost unfailingly found to 
be management who is at fault. Labor is usually amenable to 
reason, but ownership and/or management is found failing in its 
ability to cope with the situation. That means one thing only, 
that business hasn’t regulated its affairs well enough and hasn’t 
educated its personnel to share its good and bad periods. 

This generation may not see the marked change in capital-labor 
relations which is definitely confronting us, but it is as certain 
as night follows day. Salvation lies in a big, broad educational 
program, more frankness, more sincerity, more fairness, more and 
better planning, more placing of one’s self in the other fellow’s 
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shoes, and more distribution of earnings. Then the law of the 
boomerang will cease working and radical labor leaders will fail 
to capitalize on it. | 

How best to do this? Simple. By definite establishment of 
sound principles and the use of a good incentive plan. Measured 
day work will not do. 

And now, after incentives, what? 


A PRACTICAL GROUP BONUS PLAN 


By M. A. Lause, Assistant Factory Manager 
Inland Division, General Motors Corporation, Dayton, Ohio 


| bd 1S NOT my purpose here, to discuss the relative merits of 
various wage incentive plans. Such a discussion would unques- 
tionably take us far beyond the limits of this paper; in fact, we 
might find it difficult to confine it to a good-sized book. Then 
too, such a discussion ought to be made by someone who is quali- 
fied to talk on such a controversial subject. I am not. As I see 
it, each of the many plans, now in operation, has its advantages and 
disadvantages, and all of them, after all, whether the simple in- 
dividual piece-work plan, the premium plan, the group plan, or 
the B-hour system of Bedaux, are based on the same fundamental 
characteristics and have the same basic two-fold purpose : 

1. To secure at least reasonable effort on the part of the work- 

ers to the end that labor costs are controlled. 

2. To enable the workers to earn more as a result of the addi- 

tional effort expended. 

One plan has the advantage of simplicity, another of greater in- 
centive, another of lower indirect cost of operation, but when all 
of the “hokus-pokus” has been cleared away, the fundamental 
principle remains of offering workers a reward in the way of 
increased wages for increased effort. 


The Trend Toward Measured Day Work 


A word about the recent trend to the day-work wage plan in 
the automotive industry. That happens to have occurred in the 
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industry with which we are, at least indirectly, connected. It is 
my personal opinion, and I advance it only as an opinion, that 
this condition is a temporary reaction only and that labor, gen- 
erally speaking, will not be satisfied to continue on that basis 
for any great length of time. It is in a man’s nature to be com- 
petitive with his fellows, as witness the kind of recreation he 
selects—his patronage of competitive games—and I believe this 
same competitive urge is with him at his work. He enjoys meas- 
uring his activities with “Old Man Par.” Then too, we must 
remember that the day-work plan, as it is in effect in the automo- 
tive assembly plants, is applied to workers, generally speaking, 
who are engaged on conveyor lines which regulate the speed of 
the operators. The conveyor itself, therefore, furnishes the in- 
centive that the day-rate wage system itself lacks. 1 think the 
incentive wage plan, in one form or other, is with us to stay. 


Basic Requirements of an Incentive Wage Plan 


If then we are going to have an incentive wage system, what 
ought its basic characteristics be? 


1. It should provide enough of a guarantee to give the workers 
a feeling of security. 

2. There should be enough spread between the guaranteed rate 
and the standard earning rate to provide incentive to extra 
effort. 

3. The plan should permit of an earning rate at least commen- 
surate with going rates for like work in the locality. 

4. Fair decisions with regard to unusual conditions are essen- 
tial. 

5. Prompt attention to complaints and elimination of their 
causes is a necessity. 

6. The plan should be such that it is fairly easy for a man to 
compute his earnings. 


With these few remarks concerning wage incentive plans gen- 
erally, I would like to describe our wage incentive plan and the 
control of direct labor we have established through its use. 


The Inland Group Bonus Plan 
We are operating under the group bonus system, a plan we have 
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developed by modifying the original General Motors group plan. 
We feel that this system of wage payment is particularly suited 
to our problems. It happens that a considerable portion of our 
production is done as a line operation. Our steering wheel ma- 
chining and finishing, as well as our running board machining, 
preparation, molding and finishing are done as line production 
jobs and, therefore, lend themselves readily to group incentive. 
These two classes of product form a major portion of our volume. 
Then too, the rubber compounding, calendering and tubing, as 
well as preparatory assembly of our miscellaneous products are 
done by crews or groups and fit well into the group method of 


payment. 

For those who may not be familiar with the group bonus sys- 
tem, a fixed standard of time is set for a group of employees to 
perform a given operation. The standard hours produced by the 
group are computed by multiplying the number of pieces produced 
by the unit standard time allowed. The total standard hours pro- 
duced are divided by the total actual hours used and the result 
is the percentage of group efficiency. Each operator in the group 
has a basic rate depending on the job classification on which he 
works. His base earnings are computed by multiplying his basic 
rate by the actual hours he spends in the group. In addition to 
his base earnings he earns a bonus, a percentage of his base earn- 
ings dependent on the efficiency of the group of which he is a 
member. 


The Original Plan 


Under the original General Motors plan, a bonus award of 1% 
was given for an efficiency rating of 75% and .6% additional 
bonus for each additional 1% of efficiency up to 90%: For effi- 
ciencies from 90% to 100%, an increase of 1% bonus was awarded 
for each 1% increase in efficiency. On efficiencies above 100%, 
a bonus award of 1.2% was provided for each 1% increase in 
efficiency. Under this plan, a group which was 100% efficient 
earned 20% bonus. Direct labor costs were constant at any effi- 
ciency from 100% upward, but costs increased if efficiencies drop- 
ped below 100% and should the efficiency drop as low as 75%, 
the labor cost had increased 12%. Then too, with only 20% 
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bonus award at normal efficiency, we felt there was not enough in- 
centive to induce the operators to strive to meet the standard. 


Objectives of the Revised Plan 


In our revision of the plan—we revised it in 1930—we had a 

threefold purpose : 

1. To set the efficiency rate, at which the bonus award begins, 
at that level at which we felt the incentive worker begins 
to expend effort in excess of that expected of a day-rate 
worker. 

2. To offer a bonus award that would be attractive enough to 
really stimulate effort. 

3. To establish standard labor costs. 


Details of the Revised Plan 


Our plan is based on a lower basic rate than the old plan— 
20% lower. The bonus award at 100% or normal expected effi- 
ciency is 50%, two and one-half times that offered under the old 
plan. Bonus payment begins at 67% efficiency, whereas under 
the former plan, it began at 75%. Labor costs are constant at 
any efficiency from 67% upward, where under the old plan this 
constancy did not begin until 100% efficiency was reached. Ex- 
hibit 1 is a duplicate of a form we give each new employee which 
explains the plan fairly well. An explanation of the method of 
computing the efficiency is shown as well as an example of pay 
computation. 
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EXHIBIT 1 


THE INLAND DIVISION GROUP BONUS PLAN 
Under the Group Bonus Wage Plan each workman receives a 
guaranteed hourly rate, or base rate, and is able to earn, in addi- 
tion, a Bonus depending upon the efficiency of the group of which 
he is a member. 
The following is the method of determining the efficiency of 
any group: 


1. The standard hours for doing 100 pieces is set by the Stand- 
ards Department, after a thorough study has been made of the 
time required by the average good workman to do the job. 

2. The number of pieces made in any period is multiplied by the 
unit standard time. The result is the total Standard Hours al- 
lowed to do the job. 

3. The total Actual Hours are computed by adding the actual 
time, spent in the group, by all its members. 

4. The group efficiency is computed by dividing the total Stand- 
ard Hours allowed by the total Actual Hours spent. 

5. The bonus table shows the percentage of Bonus for any rate 
of efficiency that the group may attain. (It should be noted that 
it is not necessary to equal the Standard Time set in order to 
earn a Bonus; in fact, the group begins to earn Bonus as soon 
as its actual amount of production reaches 67% of the Standard ; 
and that for each increase of 1% in efficiency there is an increase 
of 1%4% of Bonus.) 

6. The Base Rate earnings of any group operator are com- 
puted by multiplying the number of hours worked in the group 
by the operator’s base rate; for instance, 50 hours x .50 hourly 
rate = $25.00. If the group efficiency is 100% for which 50% 
Bonus is awarded, 50% of the base rate earnings, 50% x $25.00 
or $12.50 Bonus is added to the base rate earnings and the op- 
erator’s pay is $37.50. 

To show how the pay of the group, and each operator of the 
group, is figured, an example is given below: 

Assume a group of three operators, A, B and C:—A’s base rate 
is .50 per hour and he works 50 hours during the week. B’s 
base rate is .45 and he works 48 hours. C’s base rate is .42 and 
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he works 50 hours. The following table shows the total Actual 
Hours and the Hourly Base Rate Earnings : 


Hourly Actual Hours Base Rate 


Operator Base Rate Worked Earnings 
A 50 50 $25.00 
B 45 48 21.60 
Cc 42 50 21.00 


Assume the Standard Time for 100 pieces made by the group is 
1 hour. During this week the group made 14,800 pieces. The 
Total Standard Time, 14,800 pieces times 1 hour per hundred, is 
148 Standard Hours allowed for the job. Dividing the Standard 
Hours allowed by the Actual Hours spent, we find the efficiency 
rate to be 100%. Consulting the bonus table, we find the Bonus 
awarded for 100% efficiency is 50%. The bonus added to the 
base rate earnings gives the amount of pay due each employee. 


Bonus 50% X 
Base Rate Base Rate Total 
Operator Earnings Earnings Wages 
A $25.00 $12.50 $37.50 
B 21.60 10.80 32.40 
Cc 21.00 10.50 31.50 
Torats For Group... $67.60 $33.80 $101.40 


Making the required number of quality pieces in less actual hours 
increases the group’s efficiency and therefore the operator’s pay. 
Do not hesitate to earn all you can. 


You will note that the bonus table (Exhibit 2) shows an in- 
crease of 1.5% of bonus to each 1% increase in efficiency. As men- 
tioned before, our unit labor costs are constant after the efficiency 
reaches 67% ; and all of the increased earnings, therefore, as effi- 
ciency increases, are given to the worker and are not shared by 
the company as is the case under a great many wage plans. If 
you will refer to Exhibit 3, you will find worked out there an 
example of the increased production as efficiencies rise, the in- 
creased earnings of the workers and the constant labor costs at 
any efficiency above 67%. 

Unquestionably the most essential job in the operation of any 
wage plan is its policing. There is nothing so important to the 


572 


ene 
| 
i 
| 


January 15, 1937 N. A. C. A. Bulletin 
Exhibit 2 
REVISED GROUP BONUS TABLE 
Per Cent Per Cent Per Cent 
4 Bonus Ef. Bonus Ef. Bonus 
67 5 111 66.5 156 134. 
68 2 112 68. 157 135.5 
69 3.5 113 69.5 i58 137 
70 5 114 71. 159 138.5 
71 6.5 115 72.5 160 140. 
72 8. 116 74. 161 141.5 
73 9.5 117 75.5 162 143. 
74 11 118 77. 163 144.5 
75 12.5 119 78.5 164 1 
76 14. 120 80. 165 147.5 
77 15.5 121 81.5 166 149 
78 17 122 83. 167 150.5 
18.5 123 84.5 168 152. 
80 124 86. 169 153.5 
81 21.5 125 87.5 170 155, 
126 89. 171 156.5 
24.5 127 90.5 172 1 
128 92. 173 159.5 i 
27.5 129 93.5 174 161 
130 95. 175 162.5 
30.5 131 96.5 176 164. 
32. 132 98. 177 165.5 
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99 48.5 143 114.5 188 182. 5 
100 50. 144 116. 189 183.5 5 
101 51.5 145 117.5 190 185. 2 
102 53. 146 119. 191 186.5 sss 
103 54.5 147 120.5 192 188. x 

104 56. 148 122. 193 189.5 
105 57.5 149 123.5 194 191. 4 
106 59. 150 125. 195 192.5 =, 

107 60.5 151 126.5 196 194. 
108 62. 152 128. 197 195.5 ; 
109 63.5 153 129.5 198 197. g 
110 65. 154 131. 199 198.5 a 
155 132.5 200 200.0 
A 
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worker as his wages and constant vigilance must be observed to 
insure there being no loopholes in the methods of counting the 
product he produces, nor in the computation of the pay he receives 
for his work. 

Much is heard today, on all sides, about employer-employee re- 
lations. To my mind, there is nothing so important to good 
relations between employer and employee as fair wage practice, 
rigidly policed. An employee may be interested in better work- 
ing conditions, this or that little privilege, but above everything 
else he is interested in the pay he receives for his effort. 


How this Plan Meets the Six Requirements 

How does our plan stack up with the six characteristics we have 

mentioned ? 

1. We have said that a wage plan should provide enough of 
a guarantee to give the worker a feeling of security. Under 
our plan, the worker is guaranteed his base rate, so that he 
knows that no matter what the efficiency of the group of 
which he is a member, the least he can earn for any hour 
spent in the plant is his guaranteed base rate. As regards 
our standards of time allowed to do a job, these standards 
are guaranteed for a period of six months and we rigidly 
avoid re-studies of the work until that period elapses, unless 
there has been some definite change in the equipment, tools or 
layout of the job that changes the method of manufacture. 

2. We have also said that there should be enough of a spread 
between the guaranteed rate and the standard earning rate 
to provide incentive to extra effort. As explained in the 
bonus table, our plan provides for the operator beginning to 
earn a bonus award at 67% efficiency or at only two-thirds 
of the output per hour, at which his standard is set. At 
100% efficiency, or for doing the standard studied job, he 
receives a bonus of 50% of his base rate. This, I think you 
will agree, is certainly sufficient attraction to induce any 
group of workers to strive to attain the standard. 

3. In order to insure our employees having a normal earning 
rate commensurate with going rates for like work in the 
locality, we make it a point to make frequent comparisons 
with other representative plants in and near Dayton, and 
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our basic rates are so set that at normal efficiency of 100% 
to 110% our operators can and do earn approximately the 
same rate as workers engaged in like work at other plants 
in our locality. 

4. We also make it a point to take into consideration, in pay- 
ing our operators, unusual conditions regarding their work 
that may prevent them from making normal expected effi- 
ciencies. In the case of starting new jobs for instance, diffi- 
culties are frequently experienced by a group due to being 
interrupted for the tryout of this or that idea or method, 
which someone proposes, either to better the quality or re- 
duce the cost of the product ; the equipment is frequently not 
laid out with the same degree of thought as it is after the 
operation has been in effect some little time, the tools are 
not exactly what they should be, or if they are, are not 
broken in for ease of operation. If, under such conditions, 
the group falls considerably below normal efficiency in the 
first or second week of operation on such new products, 
allowances are made to cover this condition, based on defi- 
nite written statements of the department supervisor, agreed 
to by the head of the time study section and approved by the 
factory manager. We feel that through this practice we 
really kill two birds with one stone; along with adequate 
compensation to the group for the unusual condition, the 
examination of the causes of the unusual condition by the 
supervisor, time study man and factory management, makes 
for correction of unfavorable conditions earlier than would 
otherwise be the case. 


5. Even on their work on products that we have been making 
a long time, conditions sometimes arise which, if uncor- 
rected, would penalize the worker or group of workers in 
efficiency and, therefore, in pay. We give immediate atten- 
tion to such conditions and work toward their elimination 
with all possible speed. 

6. The sixth requisite a wage incentive plan should have, we 
have said, is that it should be fairly easy for the operator to 
compute his earnings. We make it a practice to post in the 
departments, daily, the number of actual hours spent in 
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each group, and the number of standard hours produced, 
together with the quantity. of products that produce these 
standard hours and show the group its efuciency for the day 
and cumulative for the week to date. Any operator of the 
group, therefore, by applying to his base earnings the per- 
centage of bonus award which results from the posted effi- 
ciency, can compute his total earnings for any period. We 
do have several groups that work on such a variety of prod- 
uct that it is not very easy for any operator to check the 
correctness of the total standard hours allowed and we are 
taking steps at this time to divide the production of mis- 
cellaneous products into smaller groups so that the variety 
of types of work in any group will be greatly reduced. 


Handling Lost and Idle Time 

There are two items to which we give special consideration and 
on which our methods are perhaps unusual. The one is our method 
of handling Jost or idle time. It so happens that a major part of 
our work is rubber molding and because we have a great variety of 
products, the standards of cure specification and also of time allow- 
ances for changing the molds, are equally varied. Due again to 
this variety of product, the setup in many molding lines is not 
continued for any great length of time. Where it is commonly 
the practice to record these delays and losses in the standards, 
we actually record and set out the items of lost or idle time, not 
the responsibility of the group itself, pay for this lost time at an 
earning rate equivalent to 100% efficiency and so make the cost 
of this lost time stand out so that the responsibility for it is fixed 
to the department causing it, and something done about it. Were 
it loaded into the standard, it would be covered up and this lost 
time remain a constant factor in our labor cost. 


Handling Rate Variances 

The other item I have in mind is what we term rate variance. 
Each of our operators, of course, has a definite job and his base 
rate is determined by the job on which he works. When an oper- 
ator is transferred from one job to the other for short periods, 
we make a temporary transfer in rate on a blanket form, reducing 
his rate if the job to which he is transfered is lower, and increasing 
it if he is transferred to a higher-rated job. I make this point 
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because I believe it is not common practice to make such tem- 
porary rate changes. Most plants do not provide for changing the 
rate of an employee whether he be advanced to a higher-rated 
job or transferred to a lower-rated job, unless the period of trans- 
fer amounts to one or two weeks. In a plant such as ours, where 
the operators in some groups have occasion to work first on one 
job and then on another, failure to recognize such transfers im- 
mediately would make for enormous variations in cost. I am 
of the opinion that some of the plants that use the other method 
would be somewhat shocked if they were to check into the amount 
of rate variance they are actually absorbing in their production 
costs. Then too, I think our practice is entirely fair to the worker, 
inasmuch as he is paid at the going rate for the job on which he 
is working, for that amount of time he spends on such job. 


Employee Acceptance 


Our employees express themselves as being satisfied with our 
wage payment plan. We do have a complaint about this or that 
condition once in a while, but the complaint usually arises not 
through any fault of the plan itself, but rather because of some 
specific error or unusual condition that crops up; and we have been 
able, by rigid policing, to reduce the number of these complaints 
to a minimum. I believe we would experience considerable diffi- 
culty in trying to sell our employees on a non-incentive basis of 
pay. We do not have our tool service people or our maintenance 
employees on an incentive pay basis, but all of our production 
workers and quite a number of our service departments are on the 
group bonus wage incentive plan. In all, approximately 85% of 
our factory force is working under the group plan. The plant is 
divided into fifty-two groups and only one group in the entire 
plant has an average efficiency of less than 100%. That group has 
an average of 99%. The plant average efficiency for the eleven 
months of this year is 107%, earning an average bonus award of 
60.5%. 

We have recently had two departmerits, not now on incentive, 
apply to us to study their operations and put them on the incentive 
pay basis. They know, they say, that they are receiving the going 
rate for the type of work they are doing, but would like the op- 
portunity to earn more by greater effort under the incentive plan. 
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